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Abstract
The efforts to liberalize the world trade that started with the General Agreement on Trade and Tariffs (GATT) on the one hand 
and with regional integrations on the other hand after the World War II and the acceleration of globalization since the beginning 
of 1980s have caused the abolishment of borders among the countries. The developments in information and communications 
technology and the increase of the movement of capital have caused the economic structures, legal systems and life styles of 
countries to become similar. With the disappearance of protective tendencies on world trade, there has been an increase in the 
exporting countries and exported products and also the similarity of consumption patterns along with globalization has also 
increased the world trade. Therefore, as many countries produce and export similar products, the increase of international 
competition has become indispensable. Within this intense competitive environment, the necessity to produce highly competitive 
products has caused to invent new products or to improve the existing products, which is called the process of innovation. Within 
this scope, the factor of innovation represented by R&D activities and Patents has become an important element of competitive
power. This study will therefore first try to reveal the relationship between innovation and competitive power, and this will be 
followed by an analysis of Turkey’s situation.
© 2015 The Authors. Published by Elsevier Ltd.
Peer-review under responsibility of Istanbul University.
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1. Introduction
Nowadays, as the concept of competition gradually becomes important with the help of globalization, countries 
show vigorous efforts in order to increase their competitive powers for gaining more shares from the global market. 
Within this context, the importance of the concept of competitive power increases progressively. The rapid 
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technological advances which caused the integration of the economies in the world and turn those into a single 
market in the last quarter of the 20th century have also become the determinant of the process of change named as 
globalization. Within this process where the political blocs in the world have been replaced by the trade blocs, the 
goods and finance markets have pushed the national borders and exceeded the dimensions of the countries. Under 
the framework of these developments, increasing the level of welfare and economic growth of a country totally 
depends on the ability of that country to increase its competitive power. As technology and innovation processes 
have become more determinant in international competition, the  application of new technologies and the capacity of 
conducting innovation turned to become the basic component of competitive power and considered as one of the 
main conditions for companies to sustain their existence within the global economy. Manufacturing highly 
competitive products in the dense competitive environment and sustaining the competitive power at a national level 
necessitates the design of appropriate products for the changing needs, in other words, the innovation process. 
Global competitive power can be gained through having the innovation ability and through releasing the goods and 
services developed by this ability to the market before the competitors. In this sense, the most important elements of 
the innovation process, the patent numbers and research and development (R&D) activities (R&D expenditures and 
personnel) have gained great importance. The concept that defines the existing situation in the globalizing world 
best is competition that increases and sharpens every day. While competition was related with quality and cheapness 
in the past, today it is dependent on information and creative novelty, and innovation. Difference, creativity and 
innovation are necessary to have a competitive power. Within this context, the subject of this study is the 
relationship between innovation and competitive power. The aim of this study is to reveal the relationship between 
innovation and competitive power, and to analyze the situation in Turkey in terms of innovation and national 
competitive power indicators.
2. Concept of Competitive Power
Since the first ages, people have tried to use their knowledge and skills within their maximum capacity to prove 
others they are better within the society. The starting point of this is related with the concept of “competition”. The 
essence of competition contains the desire to achieve better. So, we have to define competition before we move to 
the concept of competitive power. Competition, according to Turkish Linguistic Society, is defined as “rivalry, 
contest, and race among those who pursue the same goal”. The concept of competition is defined in different forms 
and it has economic, political and social dimensions. From the economic perspective, competition is the struggle of 
economic units (individuals, households, companies, industries, state/country/regional economies) with their 
competitors in order to reach their goal. It is observed that competition includes a struggle almost in all economic 
approaches. The reasons that lie behind this struggle are the scarcity of resources necessary for the economic units to 
reach their goal and that only the stronger unit owns these resources. From the perspective of market economy, 
competition is a struggle of power and winning among the companies in order to reach their goals. The basic aim of 
this competition is to maximize and perpetuate the profitability. Business executives might add different goals 
around this; but any economic unit without sufficient and perpetual profits cannot aim the other goals sufficiently. 
6DUÕGR÷DQ Competition, when considered with a perspective of resource procurement to use in goods and 
services production for economic events and manufacturing, exchanging those among people and all types of 
commercial activities; is a necessary strategic element in order to effectively sustain the economic activities 
7RSoXR÷OX$OVRFRPSHWLWLRQSUHGLFDWHVWKHLGHDOHQYLURQPHQWZKHUHWKHHFRQRPLFDFWLYLWLHVPDLQWDLQHGE\
individuals or institutions are not limited or completely hindered by other individuals or institutions and where the 
economic activities are effectively implemented (Aktan, Vural, 2004). In its broadest sense, competition can be 
defined as a game or as a race among two or more players conducted within an environment where the fundamental 
freedoms and human rights are guaranteed and no privileges and distinctions occur, governed by certain rules and 
limitations, in order to share a scarce resource or to obtain an award (Türkkan, 2015). Another important concept 
like competition is the concept of competitive power. Competitive power means that one of the competitors in the 
competition process reaches the goal and has superiority than its competitor within this process. The general 
definition of competitive power within this scope can be made as the superiority of an economic unit (individual, 
company, industry, country, region) compared with its competitors, according to input starting conditions, in terms 
of the process of reaching the defined goals and the target indicators DWWKHHQG6DUÕGR÷DQThere is no single 
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definition of competitive power on which the economists have agreed so far. The reasons of this can be sorted as 
(Düzgün, 2007), Competitive power changes according to the area dealt with. Competitive power can be dealt on the 
basis of company, sector and country. Accordingly, competitive power can be defined differently at each level. The 
criteria used to determine the competitive power can be different. For instance, the competitive power of a country 
can be defined only through foreign trade, or several indicators can be used to determine the competitive power of a 
country. Competitive power might be different according to the point of view. There can be a micro or macro 
viewpoint to the competitive power.
The concept of competitive power is broadly dealt with and defined at three different levels, namely company, 
industry and international (national). At a company level, the competitive power of any company is defined as low-
cost manufacturing, product quality, superiority in terms of the provided services or the attractiveness of the 
product, and the ability to make innovations and novelties when compared with its competitors. Industrial 
competitive power means the ability of an industry to reach a higher or equal level of productivity with its 
competitors and the ability to maintain that level, along with the ability to manufacture and sell products at equal or 
lower costs. National (or in its common broader usage international) competitive power is defined as the ability of a 
country, under free and fair market conditions, to increase the real income of its citizens and to produce the goods 
and services according to the conditions and standards of the international markets (Aktan, 2007). Competitive 
power describes the higher income and productivity at an employment level relatively in international competition 
by firms, industry, region, country or economic integrations; and it can also be termed as the state of 
competitiveness of a country’s products by other countries’ products in terms of price, quality, design, reliability and 
on-time delivery (Demir, 2001). The competitive power of a country also depends on factors such as the 
development level and productivity of R&D activities, performance of various sectors, foreign trade surplus of the 
country, its ability to manufacture products with a high technology and the existence of expert and qualified 
manpower. While the competitive power is examined, other factors such as democratization, tax structure, human 
rights, education quality and freedom that play an important role in the positioning of a country in the world should 
also be considered along with the above mentioned indicators (Çivi, 2001).
3. Concept of Innovation and the Indicators of Innovation:
The root of the word innovation comes from Latin words of “innovate, innovare, innovates”. The meaning of the 
word innovation is the appearance of “something new”, different from the usual and traditional. In Turkish, the word 
is used as equivalent to the English word “innovation”. “Novelty” and “inventiveness” are used in Turkish literature 
instead of innovation. As a concept, innovation states the process of renewal and the result of this process. 
According to the European Commission, innovation, as a process, expresses “to transform an idea into a marketable 
product or service, a new or improved method of manufacturing or distribution, or into a new social service 
method”. The word also states the marketable, new or improved product, method or service that appeared in the end 
of this transformation process (European Commission, 1995). The important and salient point here is the 
marketability of the result after the innovation, whether it is a new product or the improvement of an existing one. 
Another important point in this definition is that there is no attribution on the idea subject to the transformation. But, 
the science and technology content of almost all of the products, manufacturing method or service subject to 
innovation has increased and continues to increase. Therefore, innovation process itself is becoming more related 
with science and technology, and its main source consists of the new ideas and information revealed in the area of 
science of technology (TÜSIAD, 2003). The most common and internationally accepted definition of the concept of 
innovation can be found in the Oslo Guide published by OECD and the European Commission together. According 
to this definition, innovation is the realization of a new or highly improved product (good or service) or process, a 
new marketing method or a new organizational method in intra-business applications, business organization or in 
external relations. According to this definition, innovation is classified under four titles (OECD-Eurostat, 2005). 
Product innovation is the production of a good or service which is new or importantly enhanced when compared 
with the existing specifications or foreseen uses. This type of innovation includes important enhancements in 
technical specifications, components and materials and the unified software.
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Process innovation is the realization of a new or importantly improved/enhanced production or distribution method. 
This type of innovation includes important enhancements in technical specifications, components and materials and 
the unified software.
Marketing innovation is the implementation of a new marketing method that includes important changes in 
product design or packaging, product positioning, product overview or pricing.
Organizational innovation is the implementation of a new organizational method in the commercial practices of 
the company, workplace organization or in its external relations.
Whatever the type of innovation is, it increases the productivity of the companies at a micro level and decreases 
their costs, increases their profits and enhances the employment capacity. When these developments are evaluated at 
a macro level, innovation has become the basic dynamic of sustainable economic growth, social developments and
welfare level and the competitive power. The micro and macro levels effect of the concept of innovation and make it 
YHU\ LPSRUWDQW IRU WKH HFRQRP\ RI D FRXQWU\ .ÕOÕo 6DYUXO DQG 8VWDR÷OX   R&D activities (R&D 
expenditures and R&D personnel) and patents are taken into consideration as the indicators of innovation. R&D 
activities are included as input indicators and the patents as the output indicators within the innovation process 
(Karaata, 2012). Patents protect the owner of the innovation and are effective in the dissemination of innovation.
The first concrete output of the R&D activities as the first step of innovation cycle is the patent applications 
(Jaumotte and Pain, 2005). Many R&D investments do not transform into patents and many patented products are 
not duly the products of a R&D process; but the conducted studies indicate that there are positive relations among 
all steps of innovation process. In other words, it is possible to say that the R&D activities, not being the single 
factor, will cause patent applications and the commercialization of innovative products by time (OECD, 2006) 
(OECD, 2012). R&D investments are the first step of innovation, and they are accepted as an important indicator for 
the developing and developed countries by authorities. European Union, by Lisbon Strategy, has predicted that 3 % 
of the member countries’ Gross National Product should be spared for R&D expenditures (Romer, 2005). OECD 
regularly monitors the R&D data of the member countries and the important economies in the world; but, it is very 
hard to determine the level of transformation of the R&D expenditures into patented products and commercial 
income. OECD has defined R&D as “The creative work systematically maintained in order to increase the 
knowledge and the usage of this knowledge to create new applications” and has separated R&D into 3 different 
categories. These categories are: (OECD, 2002)
1. Basic Research: It is the approach of acquiring new information about the underlying factors of the facts and 
observable situations through theoretical and experimental studies without any definite and genuine application or 
usage considered.
2. Applied Research: It aims to produce genuine information. It directly includes a genuine and practical goal as the 
main target.
3. Experimental Research: These are the systematic studies that use the existing information which is acquired from 
research and/or practical experiences and aim to create new materials, products and circuits; to create new systems and 
services or importantly enhance the produced or created ones.
R&D is the precondition of innovation. The innovative approaches that appear as a result of R&D, when dealt 
with an entrepreneur point of view, might cause an innovation after commercializing those. In reverse cases, the 
increase of new ideas and projects that have not been applied or commercialized as R&D outputs will be a waste of 
resources for businesses and countries, causing an organizational inertia. There are six basic strategies that transform 
R&D into innovation (MUSIAD, 2012).
1. Aggressive Innovation Strategy: The foundation of aggressive strategy is to lead the market. The intensive R&D 
investments conducted to achieve this aim provide rapid solutions to general customer requests, bringing a relationship 
of high income/risk together.
2. Defensive Innovation Strategy: These are the strategies implemented by those businesses that prefer to follow the 
novelties in the market instead of leading the market. The enterprises that implement this strategy refrain from the risks 
of leading, but they also have to compensate from high income.
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3. Imitative Strategy: This is a strategy used by enterprises that prefer to follow the market from a distance instead of 
technological leap and radical novelties. Within this strategy, the factor that helps the enterprise to be successful is the 
ability to conduct business with low costs.
4. Dependent Strategy: This is the strategy implemented in businesses that operate as satellite or sub contractor of the 
stronger ones, in order to meet the demands of the customers.
5. Seizing the Opportunity Strategy: This strategy uses the innovations of the competitors as a point of support, and it 
tries to be successful and profitable by transforming the weak points on the competitors into an opportunity. 
6. Acquisition Strategy: This strategy aims to apply an innovation implemented in other businesses by the employees in 
other businesses. It provides the low-cost acquisition of the innovations which have been acquired after high levels of 
R&D investments in other businesses.
4. The Relation between Competitive Power and Innovation:
According to the U.S.A. Competitive Power Council, the factors which have determined the competitive power 
have changed over time. Approximately fifteen or twenty years ago “quality and low production costs” were 
important determinants of competitive power, but today the effect of these factors has decreased. According to this 
institute which states that high workforce costs, equal entry opportunities to the markets with other companies and 
the manufacturing of the standard products by using the standard methods are no longer possible for competitive 
power; the competitive power today can only be acquired by having the ability of innovation and the chance to 
present the goods and services improved to the market before the competitors (Porter, Stern, 1999). Technology and 
innovations are very important for the competitive power of the companies. The businesses that renew their 
technologies, products and other factors can increase their competitive power. R&D activities should be emphasized 
in order to change the technologies and implement the innovations (TISK, 1995). In order for the companies to 
increase their competitive power through using new products and technologies, there should be an encouraging 
environment for the innovation demand. According to Porter, innovation is the source of competitive power. In 
current industries where information is used intensively, welfare mostly depends on the innovation capabilities 
rather than low costs. Innovation provides an added value and an increase in productivity for the countries, thereby 
increasing the competitive power and also helps to solve the global problems. Specialization on technologic 
innovation is the underlying factor to reach the international competitive power within the competitive environment 
created by new technologies and globalizDWLRQ6DUÕoREDQ
Fig.1. The Relation between Competitive Power and R&D - Tecnology
Öztürk (208). *LULúLPFLOLN5DSRUXø*ø$'øVWDQEXO.
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Hirsch and Bijaoui, in their study aiming to reveal the effect of R&D activities on the competitive power of 
exported products, have investigated whether the intensity of factors or the R&D activities are more effective on 
some sectors with high competitive power in Israel such as mineral resources, food, electronics, chemistry, plastics 
and machinery equipment. The results of the study indicated that there is a strong correlation between the 
competitive power and R&D activities in these sectors with high competitive powers (Atik, 2005). In the studies 
conducted on the American economy Keesing has indicated that the exports of USA are higher in the industries with 
intensive R&D expenditures (Keesing, 1967). Similarly, Gruber, Mehta and Vernon, in their study on the sectors 
with high competition power in USA, have determined that there is a strong correlation between export and R&D 
activities (Gruber, Mehta, Vernon, 1967). Therefore, innovation increases after the R&D activities, and productivity 
increases after innovation, which causes an increase in the competitive power. Porter sorts the reasons of innovation 
that increase the competitive power as follows (Porter, 1990): New technologies, New or changing customer needs, 
Appearance of a new industry section, Change in input costs or supplies, Changes in public regulations.As it can be 
seen on Figure 1, R&D causes technological changes; technological changes cause productivity and high quality 
production, and this increases the competitive power and global market share, thereby resulting with profitability 
and wealth. We can say that main factors that determine the competitive power are R&D and a considerable and 
sustainable increase of productivity. Effective competitive institutions and rules that feed the competitive 
environment with the workforce acquiring a high education level and skills that can use innovation to enhance he 
production processes and enhancement of the products are among the main factors that strengthen the competitive 
SRZHU7Dú In information societies, competitive power has almost been reduced to technological advances 
and R&D efforts. Therefore, those countries that wish to increase their national competitive power in the global 
competitive environment should transform themselves from the static comparative superiority understanding that 
assumes specialization on resource equipment and low-cost advantage to dynamic competitive superiority 
understanding that depends on high R&D intensity, high innovation skills and high added value production. 
Competition resting on comparative superiority is mostly an inherited competition type, and on the other hand, 
competitive superiority is a type of competition that can be internalized and constructed. To be able to do this, 
governments have to protect and improve the political stability and macroeconomic balance, make the adequate 
investment on human resources at levels to provide them with high skills, to strengthen the information and 
technology infrastructure of the economy, to guarantee an investment environment that encourages entrepreneurship 
and focuses the businesses on investment and production, and finally, they have to introduce and market the country 
DWDJOREDOOHYHO7Dú
5. Innovation Indicators - Competitive Power and Turkey
According to R&D Magazine’s 2014 Global R&D Report that predicts the R&D expenditures of 40 countries for 
2014; United States of America will keep its first place with its investments of 465 billion dollars as it was in 2012 
and 2013; and China, with a 284 billion dollars’ investment on this area, will keep its position at the second rank as 
it had in 2012 and 2013. It has also been predicted that Turkey will keep its 20th position as it had in 2012 and 2013, 
with a total of a 1 billion dollar’s increase in the expenditures for R&D. In developed economies with a huge density 
of innovations, we see that approximately 3 % of GNP is spared for R&D expenditures. This rate is about 1% in 
developing countries. This causes a continuous growth of information and technology gaps between the developed 
and the developing countries. Another difference between the developed and the developing countries can be 
observed in the financing of R&D expenditures and the areas where R&D personnel are employed. In developed 
countries, R&D activities are mostly carried out by the private sector which is open to innovations and acquires a 
sustainable competitive power in international markets; whereas in developed countries this is usually supported by 
public sectors and universities as the private sector does not have the necessary funding to support these activities. 
Besides, the private sector in those countries does not appear to have that level of understanding (Atik, 2005). As 
Table 1 and Table 2 indicate, approximately 1 % of GNP in Turkey is spared for R&D expenditures and most of the
R&D personnel are employed in public sectors and universities. Therefore, it is obvious that Turkey will continue to 
remain at the category of developing countries.
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Table 1. Gross Expenditures on R&D
2012 2013 2014
GDP      
PPP       
Bil, US$
R&D      
as % 
GDP
GERD*    
PPP       
Bil, US$
GDP      
PPP       
Bil, US$
R&D      
as % 
GDP
GERD*    
PPP       
Bil, US$
GDP      
PPP       
Bil, US$
R&D      
as % 
GDP
GERD*    
PPP       
Bil, US$
1 United States 15,940 2.8% 447 16,195 2.8% 450 16,616 2.8% 465
2 China 12,610 1.8% 232 13,568 1.9% 258 14,559 2.0% 284
3 Japan 4,704 3.4% 160 4,798 3.4% 163 4,856 3.4% 165
4 Germany 3,250 2.8% 92 3,266 2.8% 92 3,312 2.9% 92
5 South Korea 1,640 3.6% 59 1,686 3.6% 61 1,748 3.6% 63
6 France 2,291 2.3% 52 2,296 2.3% 52 2,319 2.3% 52
7 United Kingdom 2,375 1.8% 43 2,408 1.8% 44 2,454 1.8% 44
8 India 4,761 0.9% 40 4,942 0.85% 42 5,194 0.9% 44
9 Russia 2,555 1.5% 38 2,593 1.5% 38 2,671 1.5% 40
10 Brazil 2,394 1.3% 30 2,454 1.3% 31 2,515 1.3% 33
20 Turkey 1,142 0.9% 10 1,185 0.9% 10 1,227 0.9% 11
GERD*= Gross Expenditures on Research and Development PPP= Purchasing Power Parity (used to normalize)
Source: R&D Magazine, 2014 Global R&D Funding Forecast, December 2013.
Table 2. R&D Personnnel (FTE) by sector of performance (2011)
All sector
Business 
enterprise 
sector
Government 
sector
High 
education 
sector
EU-27 2.600.114 1.351.418 357.616 862.605
Finland 54.526 31.180 6.881 15.847
Germany 562.600 345.000 93.500 124.100
Netherland 112.546 65.396 11.550 35.600
United Kingdom 358.853 158.321 19.163 174.245
Sweden 74.678 54.769 3.386 16.263
France 392.875 230.735 50.092 106.389
Switzerland 62.066 39.832 809 21.425
Turkey 81.792 37.522 11.357 32.913
Japan 878.418 616.965 63.045 184.951
South Korea 335.228 230.221 26.939 73.511
China 2.291.252 1.647.454 368.607 275.191
Source: Eurostat, Science, technology and innovation in Europe, 2013.
In Turkey, “The Law no. 5746 for Supporting the Research and Development Activities”, shortly R&D Incentive 
Law, was passed in March 2008. Four months after the law came into operation, on July 31st, “the regulation on the 
procedures and principles about the execution and monitoring of the law” went in effect. R&D incentive law will be 
valid until 2023 and it can be seen as a regulation “that will carry Turkey forward in global competition and pave the 
way to manufacture high technology products”. The aforementioned law brings tax exemption for R&D 
expenditures, and provides incentives such as insurance premium support and grant aid, thereby encouraging the 
private sector to increase the R&D expenditures. In 2010, USA, Japan and EU countries had the first ranks for 
applications made to European Patent Office (EPO). Turkey has a very small amount with 321 applications, 
incomparable with USA, Japan and EU countries. When we look at the increase rates in patent applications between 
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2005-2010, we see Turkey has a high increase rate with 14.1 %. But this increase rate does not indicate that Turkey 
is leading in patent applications. As the number of application is low, it turns out that the increase rate seems higher.
In order to consider the most important factor effective in dissemination of the innovation and protecting the owner 
of the innovation – patent - internationally valid, it has to be registered at either national or international patent 
office’s according to The Patent Cooperation Treaty (PCT) which is managed by the World Intellectual Property 
Organization (WIPO) under the United Nations. According to the report published by WIPO in 2014, 4661 
applications were made at the patent office in Turkey in the year 2013. There were 2495 applications in Sweden and 
2156 applications in Switzerland during the same period (WIPO, 2014). These numbers also cover the applications 
made to the European Patent Office and give out the impression that Turkey has a chance to become an innovative 
country with a high level of competitive power.
Table 3. Patent applications to the EPO (2005 -2010)
Total Per million inhabitants
Avarage 
Annual Growth 
Rate
2005 2010 2005 2010 2005 -2010
EU-27 56.788 54.721 116 109 -0,7
Finland 1.322 1.167 253 218 -2,5
Germany 23.914 21.880 290 267 -1,8
Netherland 3.490 3.236 214 195 -1,5
United Kingdom 5.614 4.795 94 77 -3,1
Sweden 2.410 2.879 267 308 3,6
France 8.366 8.751 133 135 0,9
Switzerland 3.199 2.971 431 382 -1,5
Turkey 166 321 2 4 14,1
Japan 21.764 16.777 1.700 148 -6,3
South Korea 5.122 3.501 106 80 -9,1
China 1.655 3.356 1 2 19,3
  United States 36.536 24.744 123 97 -9,3
             Source: Eurostat, Science, technology and innovation in Europe, 2013.
The Global Competitive Power Index developed by World Economic Forum (WEF) sorts the countries by 
considering several parameters. The developmental levels of the countries are discussed under three categories (basic 
necessities, productivity boosters and innovation and sophistication factors). Switzerland takes the lead in 2014-2015 
Global Competitive Power Index among 144 countries; respectively followed by Singapore, USA, Finland, 
Germany, Japan, Hong Kong, The Netherlands, England and Sweden. Top ten countries in 2014-2015 Global 
Competitive Power Index have the first ranks for innovation indicators such as R&D activities (R&D expenditures 
and R&D personnel) and patents. Therefore, the level of a country’s competitive power can clearly be stated by 
looking at these indicators. Turkey has the 45th place in the general ranking of Global Competitive Power Index. It 
has the 56th place according to basic necessities sub index which evaluates the institutions, macroeconomic stability, 
health and basic education data that plays a key role for economies dependent on production factors. It ranks 45th
according to productivity boosters sub index which evaluates higher education and training, goods market 
productivity, labor market productivity, technological readiness and Market size data that plays a key role for the 
economies dependent on productivity. And, it has the 51st place according to the innovation and sophistication 
factors sub index which evaluates the business life development and innovation data that plays a key role for the 
economies dependent on innovation. Data on R&D activities (R&D expenditures and R&D personnel) and patent 
support the Innovation and sophistication factors sub index where the Innovation data is evaluated. The result of all 
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these data indicates that Turkish economy fell behind the global norms in terms of R&D activities and patent. It is 
not possible to refer the Turkish economy with the existence of sustainable global competitive power on a level 
where the global competitive power rests on information and technology, in other words, innovation.
Table 4. The Global Competitiveness Index 2014 -2015
Country / 
Economy
Overall Index
Subindex
Basic requirements Efficiency enhancers
Innovation and 
sophistication factors
Rank Score Rank Score Rank Score Rank Score
Switzerland 1 5,70 4 6,17 5 5,49 1 5,74
Singapore 2 5,65 1 6,34 2 5,68 11 5,13
United States 3 5,54 33 5,15 1 5,71 5 5,54
Finland 4 5,50 8 5,97 10 5,27 3 5,57
Germany 5 5,49 11 5,91 9 5,28 4 5,56
Japan 6 5,47 25 5,47 7 5,35 2 5,68
Hong Kong SAR 7 5,46 3 6,19 3 5,58 23 4,75
Netherlands 8 5,45 10 5,95 8 5,28 6 5,41
United Kingdom 9 5,41 24 5,49 4 5,51 8 5,21
Sweden 10 5,41 12 5,86 12 5,25 7 5,38
France 23 5,08 26 5,42 19 5,07 19 4,86
Korea Rep. 26 4,96 20 5,55 25 4,83 22 4,78
China 28 4,89 28 5,34 30 4,68 33 4,14
Turkey 45 4,46 56 4,76 45 4,43 51 3,86
Note: Ranks out of 144 economies and scores measured on a 1-to-7 scale.
Source: World Economic Forum, The Global Competitiveness Report 2014-2015
6. Conclusion
The growth of a country’s economy and the increase of its wealth are directly related with that specific country’s 
competitive power. Countries that need to increase their competitive power should have the dynamic competition 
superiority that rests on high R&D density, high innovation skill and high added value production. Innovation is 
considered as one of the most fundamental elements both for countries and the companies to gain competitive power 
at national and international levels, to provide an increase of productivity, economic growth and development, 
therefore increase of the wealth and life quality. Within this context, patent numbers and R&D activities (R&D 
expenditures and personnel) as the indicators of innovation have gained huge importance. In other words, it is an 
indispensable fact that those innovative companies, industries and countries which spare higher R&D expenditures, 
and which acquire more patents and newer products. Definitely, competitive power does not only rest upon 
innovation. Countries that want to increase their competitive power should not only focus on innovation, but they 
should also improve themselves in areas such as infrastructure, macroeconomic stability, health, basic education, 
higher education and training, goods market productivity, labor market productivity, financial market development, 
technologic readiness and market size and business life development as mentioned in the competitive power index. 
But, first and most importantly, they must increase their innovation capabilities. In any innovative economy, 
technology will be used more intensively and products with a higher added value will be manufactured, new markets 
and new competition strategies will be developed and advantages for competitive power will be provided. With the 
increasing competitive power, countries will reach to the level they want in terms of economic growth and 
welfare.Turkish economy has recently been showing a strong performance in terms of macroeconomic data, but 
even though it has important improvements in R&D, its rank for innovation indicators and competitive power is still 
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not at the top. Turkey has the 20th place among 40 countries in 2013 Global R&D Report and the 45th place among 
144 countries in 2014 Global Competitive Power Index. It is not a coincidence that those countries that are ranked 
high in Global R&D report and patent applications also have the high ranks in competitive power index. In order for 
Turkey to maintain its economic development in the long term and to increase its competitive power; it has to 
rapidly strengthen its technologic ability, provide an increase of productivity through innovation and to transform 
the production and export structure towards technology intensive products by improving the technology intensive 
industries. Such a transformation would not occur automatically. In order to improve the technology development 
and assimilation capacity of the economy as a whole; a clear development strategy, comprehensive industry, 
technology and innovation policies and an effectively operating national innovation system are needed.
References
$NWDQ&&5HNDEHW*F.DYUDPÕ2QOLQHhttp://www.canaktan.org/yeni-trendler/yeni-rekabet/kavram.htm
$NWDQ&&9XUDOø<<HQL(NRQRPLYH<HQL5HNDEHW, $QNDUD7UNL\HøúYHUHQ6HQGLNDODUÕ.RQIHGHUDV\RQX<D\ÕQ1R
Atik, H., <HQLOLNYH8OXVDO5HNDEHW*F$QNDUD'HWD\<D\ÕQFÕOÕN
dLYL(5HNDEHW*F/LWHUDWU$UDúWÕUPDVÕ Yönetim ve Ekonomi, 8/2, 21-38.
'HPLUø7UNL\H%H\D](ú\D6DQD\LQLQ5HNDEHW*FYH*HOHFH÷L$QNDUD'37<D\ÕQ1R
Düzgün, R., (2007). 7UNL\H¶QLQ8OXVODUDUDVÕ5HNDEHW*FdRN'H÷LúNHQOLøVWDWLVWLNVHO%LU$QDOL] Erciyes Üniv.SBE. Dergisi, 23/2, 421-440.
European Commission, (1995). Green Paper on Innovation, (Online) http://europa.eu/documents/comm/green_papers/pdf/com95_688_en.pdf
Eurostat, (2013). Science, technology and innovation in Europe, (Online) http://ec.europa.eu/eurostat/documents/3930297/5969406/KS-GN-13-
Gruber, W., Mehta, D., Vernon R., (1967). The R and D Factor in International Trade and International of the United States Industries, Journal of 
Political Economy, Vol.75, No.1, pp.20-37.
Jaumotte, F., Pain, N.(2005). Innovation in the Business Sector, OECD Economics Department Working Papers, No. 459.
Karaata, E. S. (2012). øQRYDV\RQgOoPQGH<HQL$UD\ÕúODU 7h6ø$'-6DEDQFÕhQLYHUVLWHVL-Rekabet Forumu, No: 2012-øVWDQEXO
Keesing, D.B., The Impact of Research and Development on United States Trade, Journal of Political Economy,75, 38-48.
.ÕOÕo & .ÕOÕQo 6DYUXO % YH 8VWDR÷OX 0  7HNQRORML YH øQRYDV\RQXQ (NRQRPLN %\PH h]HULQGHNL (WNLOHUL 7UNL\H øoLQ %D]Õ
dÕNDUÕPODU8OXVODUDUDVÕøVWDQEXOøNWLVDWoÕODU=LUYHVL*LULúLPFLOLNøQRYDV\RQ	(NRQRPLN.DONÕQPD-(NLPøVWanbul 223-237.
0h6ø$'.UHVHO5HNDEHWøoLQ$U-*HYHøQRYDV\RQ6WUDWHMLN'|QúPgQHULVL,0h6ø$'$UDúWÕUPD5DSRUODUÕøVWDQEXO
OECD, (2002). Frascati Manual 2002, Proposed Standard Practice for Surveys on Research and Experimental Development, Paris.
(Online) http://www.keepeek.com/Digital-Asset-Management/oecd/science-and-technology/frascati-manual-2002_9789264199040-en#page78
2(&'YH(85267$72VOR.ODYX]X<HQLOLN9HULOHULQLQ7RSODQPDVÕYH8\JXODQPDVÕøoLQøONHOHU, 7h%ø7$.$QNDUD
OECD, (2006). Economic Policy Reforms: Going for Growth”, OECD Publishing, 2006
OECD; (2012). Main Science and Technology Indicators, 2012, OECD Publishing, 2012
g]WUNø*LULúLPFLOLN5DSRUXø*ø$'<D\ÕQODUÕ5DSRUODU
Porter, M. E., (1990).   The Competitive Advantage of Nations, New York, The Mcmillan Pres.
3RUWHU0(6WHUQ67KH1HZ&KDOOHQJHWR$PHULFD¶V3URVSHULW\)LQGLQJVIURPWKH,QQRYDWÕRQ,QGH[&RXQFLORQ&ompetitiveness 
Publication Office, Washington D.C.
R&D Magazine, (2013). 2014 Global R&D Funding Forecast, (Online) http://www.rdmag.com/sites/rdmag.com/files/gff-2014-
Romer, P. (2005). The Arc of Science - R&D and Innovation in the Development Process, Barcelona.
6DUÕoREDQ..UHVHO5HNDEHWWH.PHOHQPHYHøQRYDV\RQXQ5RO6RV\DOYH%HúHUL%LOLPOHU'HUJLVL, ISSN: 1309-8012 (online), 94-104.
6DUÕGR÷DQ( 0LNURHNRQRPLYH0DNURHNRQRPL']H\LQGH.UHVHO5HNDEHW*FQ(WNLOH\HQ)DNW|UOHU YH6WDUWHMLOHU øVWDQEXO ø72
<D\ÕQ1R-51.
7Dú5 $U-*H<R÷XQOX÷X-5HNDEHW*F øOLúNLVL$oÕVÕQGDQ7UNL\H-$%.DUúÕODúWÕUPDOÕ$QDOL]L 7UNL\H¶GH<HQLGHQ0DOL<DSÕODQPD
20.Türkiye Maliye Sempozyumu, Pamukkale, 23-0D\ÕV5, 147-168.
7ø6.7UNL\H¶QLQ5HNDEHW*F$%hONHOHUL-DSRQ\DYH$%'.DUúÕODúWÕUPDOÕ7ø6.øQFHOHPH<D\ÕQODUÕ1R$QNDUD
7RSoXR÷OX05HNDEHWL.ÕVÕWOD\DQ7HúHEEVOHU$UDVÕøúELUOL÷L'DYUDQÕúODUÕYH+XNXNL6RQXoODUÕ$QNDUD5HNDEHt Kurumu.
Türkkan, E., (2015). “Rekabet Nedir?”, (Online) http://www.rekabetdernegi.org/rekabethakkinda.htm# rekabet %20 nedir
7h6ø$'8OXVDOøQRYDV\RQ6LVWHPL.DYUDPVDOdHUoHYH øVWDQEXO<D\ÕQ1R7h6ø$'-T/2003/10/362.
World Economic Forum, (2014). The Global Competitiveness Report 2014-2015                                    
(Online) http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2014-15.pdf
WIPO, (2013).  World Intellectual Property Indicators 2014 Edition (Online) http://www.wipo.int/export/sites/www/ipstats/en/
